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SUBJECT: MOTION PICTURE TAXATION - VALENTI VISIT 
FOR AMBASSADOR HELMS 

1 . DEPARTMENT AWARE EMBASSY HAS MADE CONSIDERABLE EFFORT 
TO RESOLVE MOTION PICTURE TAX PROBLEM, THAT YOU HAVE BEEN 
GIVING MATTER YOUR PERSONAL ATTENTION, AND THAT YOU WILL 
HAVE EXTENSIVE CONTACT WITH JACK VALENTI DURING HIS VISIT. 

2. CURRENT U. S. MOTION PICTURE WORLDWIDE EXPORT EARNINGS 
OF OVER $340 MILLION ANNUALLY ARE A SIGNIFICANT CONTRIBU- 
TION TO U. S. BALANCE OF PAYMENTS. DEPARTMENT CONCERNED 
ADVERSE EFFECT ON BALANCE OF PAYMENTS WHICH ADOPTION 
IRANIAN AD VALOREM TAX FORMULA BY OTHER COUNTRIES COULD 
HAVE AND CONCERNED AS WELL ON NECESSITY RESOLVE SPECIFIC 
PROBLEM AS IT EXISTS IN IRAN. 

3. IN VIEW OF FORTHCOMING VISIT OF JACK VALENTI TO TEHRAN, 
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THE FOLLOWING BACKGROUND SUMMARY MAY PROVE USEFUL: PRIOR 
TO NOWROOZ 1973, MOTION PICTURES ENTERING IRAN WERE SUBJECT 
TO A SPECIFIC CUSTOMS DUTY OF 1000 RIALS PER KILOGRAM PLUS 
12 AND A HALF PERCENT COMMERCIAL BENEFITS TAX ON ROYALTIES. 
ON NOWROOZ 1973 BOTH THESE IMPOSTS ABOLISHED AND REPLACED 
BY 20 AD VALOREM DUTY BASED ON INVOICE VALUE ( CIF VALUE 
OF POSITIVE PRINTS) PLUS ROYALTY PAID TO LICENSOR 
ABROAD. 

4. GOI ASSURANCES THAT CHANGEOVER PURELY TECHNICAL 
MATTER AND WOULD NOT REPEAT NOT RESULT IN ANY INCREASED 
BURDEN ON IMPORTERS AMERICAN MOTION PICTURES OR THEIR 
FOREIGN LICENSORS CONTRARY TO ACTUAL RESULT WHICH IS 
IMPOSITION TWO LARGE ADDITIONAL BURDENS ON IMPORTERS U. S. 
MOTION PICTURES. THESE BURDENS ARE: A) AN AD VALOREM 
DUTY BASED ON EARNINGS EXISTS NOWHERE ELSE IN WORLD AND 
NOT REPEAT NOT MANDATED BY BRUSSELS CUSTOMS COOPERATION 
TREATY. SUCH DUTY WOULD SET PRECEDENT THAT WOULD 
SERIOUSLY JEOPARDIZE U. S. MOTION PICTURE EXPORT BUSINESS 

IF FOLLOWED IN OTHER COUNTRIES . IF PRESENT TAX 
STRUCTURE CONTINUED IT WOULD BE ONLY A MATTER OF TIME 
BEFORE OTHER COUNTRIES EMULATE IT. SIGNIFICANTLY, THE 
TAX AS APPLIED IN IRAN IS A CUSTOMS DUTY AND NO LONGER 
AN INCOME TAX, SUCH AS THE COMMERCIAL BENEFITS TAX WAS, 

AND THEREFORE WILL NOT BE AVAILABLE TO LICENSORS IN THE 
UNITED STATES AS AN INCOME TAX CREDIT. ASSUMING THAT 150 
PICTURES ARE IMPORTED ANNUALLY, EACH EARNING AN AVERAGE 
ROYALTY OF $10,000, THIS WOULD MEAN THAT THE MEMBER 
COMPANIES WOULD LOSE A TAX CREDIT OF $300,000 ANNUALLY. 

B) WITH THE NEW TAX RATE NEARLY TWICE THAT OF THE FORMER 
COMMERCIAL BENEFITS TAX RATE, THERE WILL BE A PARTICULARLY 
HEAVY TAX BURDEN PLACED UPON THE MORE SUCCESSFUL PICTURES. 

5. THE USG FULLY SUPPORTS OBJECTIVES OF MOTION PICTURE 
EXPORTERS ASSOCIATION IN OBTAINING ABOLITION OF THE NEW 
HIGH TAX RATES AND ACHIEVING RESTORATION OF THE FORMER 
SPECIFIC DUTY ON POSITIVE PRINTS WHICH EXISTS IN ALL 
EUROPEAN COUNTRIES AS WELL AS THE U. S. THIS OBJECTIVE 
TOGETHER WITH THAT OF RESTORING THE 12 AND A HALF PERCENT 
COMMERCIAL BENEFITS TAX WOULD LEAVE THE REVENUE LEVEL AS 
IT WAS PREVIOUSLY, WHICH THE GOI HAS INDICATED WAS ITS 
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INTENTION. 

6. ACTION REQUESTED: IN VIEW OF IMPORTANCE THIS MATTER 
AND HIGH LEVEL INTEREST IN THE DEPARTMENT AND THAT 
EXPRESSED BY SENATOR PERCY IN RESOLVING THIS PROBLEM YOU 
MAY WISH TO CONSIDER ACCOMPANYING MR. VALENTI ON HIS 
CALLS ON HIGH GOI OFFICIALS, OR, IF YOU BELIEVE IT MORE 
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APPROPRIATE, HAVE A RANKING EMBASSY OFFICIAL DO SO. 

ASSUME, OF COURSE, MR. VALENTI WILL BE GIVEN ASSISTANCE 
IN MAKING APPOINTMENTS FOR MEETING WITH THE HIGHEST 
LEVELS OF THE IRANIAN GOVERNMENT THAT IT MAY BE NECESSARY 
TO HAVE TO RESOLVE THIS MAJOR ISSUE. ROGERS 


LIMITED OFFICIAL USE 
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*** Current Handling Restrictions *** n/a 
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